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COMMONWEALTH OF VIRGINIA
STATE CORPORATION COMMISSION
AT RI CHMOND, MARCH 9, 1998

I N RE PETI TI ON OF

AMERI CAN GENERAL FI NANCE
OF AVERI CA, | NC. CASE NO. BFI 970075

For nodification of 10 VAC 5-60-40,

10 VAC 5-60-50 and 10 VAC 5-70-10
et seq.

ORDER ADOPTI NG REGULATI ONS

ON A FORMER DAY Anmerican General Finance of Anmerica, Inc.
("AGFA") filed with the Cerk a Petition comencing this case.
In its Petition, AGFA sought anendment of the Conmm ssion's rules
governing the sale of non-credit-related life insurance in
consunmer finance offices, 10 VAC 5-70-10 et seq., and of the
Comm ssion's rules relating to the conduct of open-end | ending
and nortgage | endi ng busi nesses in consuner finance offices,
10 VAC 5-60-40 (F) and 10 VAC 5-60-60 (G . By order herein dated
Decenber 19, 1997, the Conmi ssion directed that notice of a

proposed anmendnent be transmtted to the Virginia Register and

al so given to all licensees under the Consuner Finance Act ("the
Act") and others. Interested parties were afforded an
opportunity to file witten coments in favor of or against the
proposal, and witten requests for a hearing, on or before

February 19, 1998.


http://www.state.va.us/scc/contact.htm#General

Several persons filed witten coments opposi ng and
supporting the proposed anendnent. No request for a hearing was
made. Thereafter, certain additional anmendnents to the
regul ati on were proposed by the Bureau of Financial Institutions.

The Comm ssi on, having considered the proposed anmendnents
and all subm ssions nmade in this case, concludes that the
proposed anmendnents, with certain nodifications, should be
adopt ed.

THEREFORE, I T I S ORDERED THAT:

(1) The anendnents, attached hereto, are adopted effective
March 10, 1998.

(2) The anended regul ations shall be transmtted for

publication in the Virginia Register.

(3) There being nothing further to be done in this matter,
this case is dismssed and the papers herein shall be placed

anong the ended cases.



CHAPTER 60.
CONSUMER FI NANCE COMPANI ES
10 VAC 5-60-40. Rules governing open-end credit business in
i censed consuner finance offices.

A The busi ness of extendi ng open-end credit shall be
conducted by a separate legal entity, and not by the consuner
finance |icensee. The separate, open-end credit entity
("separate entity") shall conply with all applicable state and
federal | aws.

B. Separate books and records shall be maintained by the
Iicensee and the separate entity, and the books and records of
the licensee shall not be comm ngled with those of the separate
entity, but shall be kept in a different location within the
office. The Bureau of Financial Institutions shall be given
access to the books and records of the separate entity, and shal
be furnished such information as it may require in order to
assure conpliance with this section.

C. The expenses of the two entities will be accounted for
separately and so reported to the Bureau of Financi al
Institutions as of the end of each cal endar year.

D. Advertising or other information published by the
licensee or the separate entity shall not contain any false,

m sl eadi ng or deceptive statenent or representation concerning
the rates, terns or conditions for |loans or credit nmade or

extended by either of them The separate entity shall not make



or cause to be nmade any m srepresentation as to its being a
licensed | ender, or as to the extent to which it is subject to
supervi sion or regul ation.

E. The licensee and the separate entity shall not nake
both a consuner finance | oan and an extension of open-end credit
to the sanme borrower or borrowers as part of the sanme
transacti on.

F. Except as authorized by the Comm ssioner of Financi al
Institutions, or by order of the State Corporation Comm ssion,

i nsurance, other than credit |ife insurance, credit accident and
si ckness insurance, and-credit involuntary unenpl oyment

i nsurance, and noncredit-related life insurance sold pursuant to

10 VAC 5-70-10 et seq. shall not be sold in |icensed consumner

finance offices in connection with any extension of open-end
credit by the separate entity.

G When t he bal ance owed under an open-end credit
agreenent is paid, finance charges will be assessed only to the
date of paynent.

10 VAC 5-60-50. Rules governing real estate nortgage business in
i censed consuner finance offices.

A The busi ness of maki ng or purchasing | oans secured by
liens on real estate shall be conducted by a separate |egal
entity, and not by the consuner finance |licensee. This separate,
nortgage entity ("separate entity") shall conply with al

applicable state and federal | aws.




B. Separate books and records shall be maintained by the
consuner finance |licensee and the separate entity, and the books
and records of the consuner finance |icensee shall not be
commingled wwth those of the separate entity, but shall be kept
in adifferent location within the office. The Bureau of
Financial Institutions shall be given access to the books and
records of the separate entity, and shall be furnished such
information as it may require in order to assure conpliance with
this section.

C. The expenses of the two entities shall be accounted for
separately and so reported to the Bureau of Financi al
Institutions as of the end of each cal endar year.

D. Advertising or other information published by the
consuner finance licensee or the separate entity shall not
contain any false, m sleading, or deceptive statenent or
representation concerning the rates, terns, or conditions for
| oans by either of them The separate entity shall not make or
cause to be made any m srepresentation as to its being a |licensed
| ender, or as to the extent to which it is subject to supervision
or regqul ation.

E. The consuner finance |icensee and the separate entity
shall not make both a consuner finance |loan and a real estate
nortgage |l oan to the sanme borrower or borrowers as part of the

sane transacti on.



F. Any conpensation paid by the separate entity to any
other party for the referral of |oans, pursuant to an agreenent
or understandi ng between the separate entity and such ot her
party, shall be an expense borne entirely by the separate entity.
Such expense shall not be charged directly or indirectly to the
borrower .

G Except as authorized by the Conm ssioner of Financi al
Institutions, or by order of the State Corporation Comm ssion,

i nsurance, other than credit |ife insurance, credit accident and
si ckness insurance—and, credit involuntary unenpl oyment

i nsurance, and noncredit-related life insurance sold pursuant to

10 VAC 5-70-10 et seq. shall not be sold in |icensed consumner

finance offices in connection with any nortgage | oan nade or
purchased by the separate entity.

H. No interest in collateral other than real estate shal
be taken in connection with any real estate nortgage | oan nade or

purchased by the separate entity.




CHAPTER 70.
SALE OF NONCREDI T- RELATED LI FE | NSURANCE

| N CONSUMER FI NANCE OFFI CES

10 VAC 5-70-20. Separation of |ending and insurance sal es.

No loan or extension of <credit by the consunmer finance
licensee, or any affiliate conducting business in the |icensee's
office, shall be conditioned upon the purchase of noncredit-
related life insurance. If a person expresses an interest in
obtaining a | oan or extension of credit fromthe consuner finance
licensee, or from any affiliate conducting business in the
licensee's office, the sale of noncredit-related life insurance
to such person shall not be solicited until aftter—the loan—or
extension of credit transaction is consunmated.  Neither the
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life insurance solicited or sold under this chapter a credit

decision is nmade, the custoner is inforned of that decision, and

an entry showing such decision is made in the l|ender's books

Interest rates and ot her charges nay not be conditioned upon the

purchase of such insurance. The custoner shall be given the

option of paying the prem um for such insurance with his or her

own funds, or with a portion of a loan or extension of credit

made to the custoner. Such insurance may not be solicited or

sol d unl ess t he | oan or ext ensi on of credit made

cont enpor aneously therewith exceeds $1,000 exclusive of prem uns




for such insurance. The total of the premium for such insurance

plus the premuns for all other insurance connected with the | oan

or credit transaction shall not exceed 45% of the principal

anmount of the loan or credit transaction excluding insurance

purchased by the creditor after the loan or credit transaction is

cl osed because of the custonmer's failure to maintain lawully

requi red i nsurance on coll ateral.

10 VAC 5-70-30. Purchaser's right to cancel insurance.

Any person who purchases noncredit-related life insurance
solicited in a consunmer finance office shall have a right to
cancel such purchase and receive a full premum refund until
m dni ght of the 20th30th day felHewng—consumration—of—the
purchase—after receipt of a policy or the effective date of
coverage, whichever is later. The eonsurer—finance—tHecensee

person soliciting the sale of such insurance shall clearly and

conspi cuously disclose to the +ndividual—custoner, prior to the

consunmati on of the insurance purchase, his right to cancel - and

shall provide the individual—custoner at the—that tinme ef
consumation—of the purehase—wWth a formin duplicate by which

the right to cancel nay be exercised by mailing or delivering the

form and policy to the consuner finance licensee or to the

i nsurance conpany. Such form [shall be signed by the borrower, ]

shall be subject to prior Conm ssion approval and shall clearly

and conspi cuously set—ferthstate:
1— The cost—of the insurance-




That purchase of such insurance is not a condition

of any | oan or extension of credit.

That interest rates and charges do not depend upon

t he purchase of such insurance.

That the custoner has the option to pay the

i nsurance premum from his own funds, or to pay

the premumw th a portion of |oan proceeds.

That if the custoner &elects to finance the

premum interest will be charged on the financed

premumat the sanme rate as applies to the | oan.

If the insurer and creditor are affiliated, that

they are affiliated and each expects to profit

fromthe sale of such insurance.

The face anmount, prem um and policy term of such

i nsur ance.

A conparison of nonthly paynment, finance charge

and total of paynents wth and wthout such

i nsur ance.

That the custonmer nmy cancel such insurance by

mailing a copy of the notice, together wth the

policy, to the consunmer finance licensee or the

i nsurance conpany within 30 days after receipt of

t he policy.

That in the event of cancellation, the customer

will be pronptly refunded the entire prem um for

such i nsurance.




2-10. The nane and address of the consuner finance
i censees..
11. The nanme and address of the insurance conpany.
. I ) : he individual |
theinsurance—and
. he i ndividual’ ol ) ol : | of
he i ) |l ation.

12. The nane address and tel ephone nunber for nmaking

conplaints to the Bureau of Financial Institu-

tions.

10 VAC 5-70-50. Exam nation of records.
The Bureau of Financial Institutions shall be given access
to the books and records of theconsumerfinance business—and-the

i nsurance sal es busi ness conducted under these regul ati ons and be

furni shed such information as it may need in order to ensure that

these conditions are being observed. Noncredit-related life

i nsurance sal es records shall be maintained for a period of three

years after sale. Such records shall include, but not be limted

to, worksheets or the |like containing factors and/or cal cul ati ons

used to determ ne how nmuch life insurance the custoner nmay need

or want, di scl osure docunents [containing the custoner's

acknow edgnent of receipt] and speci nens of policies sold.
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